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𝑉𝑙𝑜𝑔 = 1/(𝑛 − 1)	Σ[log	(𝑋9:;/𝑋9) 		− 𝑚]
2,	𝑚 = 1/(𝑛 − 1)	Σ[log	(𝑋9:;/𝑋9) 		− 𝑚],	
Xt	=	=	value	of	export	earnings	or	unit	value	of	exports	in	period	t,	and	n	=	the	
number	of	periods.	
4	 Three	years	might	not	have	been	long	enough	to	avoid	many	short-term	
movements.	On	the	other	band,	a	longer	period	might	have	captured	too	little	of	
the	secular	movements.	It	would	also	have	meant	a	serious	reduction	in	the	
number	of	observations.	
5	 Exponential	and	linear	trends	were	fitted	to	the	data	and	the	results	showed	that	
the	trend	was	better	approximated	by	a	linear	function	of	time.	
6	 For	what	it	is	worth	the	following	equation	was	obtained	by	fitting	a	least	squares	
line	to	the	observations	on	the	annual	growth	rates	of	the	GDP	in	1959	prices	(𝑌)	
and	the	percentage	deviations	of	the	merchandise	exports	from	trend	(𝑋)	over	the	
period	1947-70.	
	
A	lag	of	2	years	was	chosen	as	scatter	diagram	analysis	revealed	that	such	a	time-
lag	produced	the	largest	number	of	observations	when	the	two	variables	moved	in	
opposite	directions	to	support	the	argument	against	economic	instability.	The	
figure	in	brackets	is	the	't'	value	and	shows	that	the	regression	coefficient	of	𝑋t-2	is	
not	statistically	different	from	zero.	There	is,	in	other	words,	no	statistical	
relationship	between	𝑌t	and	𝑋t-2.	However,	in	view	of	the	conceptual	weakness	of	
the	approach	and	the	unreliability	of	the	statistical	data,	the	lack	of	correlation	
proves	nothing	one	way	or	the	other	about	the	long-term	effects	of	economic	
instability	on	economic	growth	in	West	Malaysia.	
7	 When	Hume	Industries	(Malaysia)	Co.	offered	its	shares	to	the	West	Malaysian	
public	they	were	over-subscribed	by	twenty-five	times.	This	not	an	isolated	case	
for	when	Malayan	Flour	Mill	(Sdn.)	Bhd.	and	Shell	Refining	Company	(Malaysia)	
Bhd.	floated	their	shares	the	over-subscription	was	twenty-fold.	The	potential	
investment	capital	has	also	found	its	way	into	Government	securities.	A	recent	
floating	of	a	development	loan	of	M$75m.	resulted	in	a	subscription	of	M$136m.	
For	a	detailed	discussion	see	Drake	(1969).	
8	 In	practice	this	argument	is,	of	course,	not	relevant	as	West	Malaysia	does	not	
suffer	from	a	shortage	of	foreign	reserves.	
9	 Both	MacBean	and	Ariff	measured	export	instability	(𝑋)	as	the	percentage	
deviation	of	export	earnings	from	the	trend.	The	trend	was	obtained	by	fitting	a	5-
year	moving	average	to	the	data.	
10	 A	first-order	autoregressive	scheme	or	a	modified	random	walk	approach	was	used	
to	obtain	the	regression	trend	line.	Sample	sizes	of	thirty	and	fifty	countries	were	
used	and	the	time-periods	chosen	were	1950-66	and	1956-67.	
11	 The	relationships	obtained	by	MacBean	between	Y	on	the	one	hand	and	X	and	
other	determinants	on	the	other	were:	
	
where	𝑌	is	the	rate	of	growth	of	the	real	GDP	(195011-1957/8),	𝑋1	the	rate	of	
growth	of	import	capacity	(1950/1-1957/8),	𝑋	the	instability	of	the	importing	
power	of	exports	(1948-58),	T	the	ratio	of	foreign	trade	to	income	in	1957,	and	R	
the	change	in	reserves	of	foreign	exchange	and	gold	(1950/1-1957/8).	The	figures	
in	parentheses	are	the	standard	errors	of	the	regression	coefficients.	The	
equations	clearly	show	that	there	is	no	relationship	between	economic	growth	and	
export	instability.	However,	by	excluding	a	few	special	cases	such	as	Iraq	from	the	
sample	and	by	substituting	the	growth	in	the	fixed	investment	(𝐼)	for	the	growth	in	
the	total	import	capacity	(𝑋1),	Maizels	was	able	to	obtain	the	following	
counterpart	to	equation	(3):	
	
This	result	suggests	strongly	that	export	instability	is	likely	to	act	as	an	important	
constraint	to	economic	growth	in	less	developed	countries.	Maizel's	purpose	in	
estimating	equation	(5)	was	presumably	to	illustrate	how	a	more	discreet	use	of	
the	statistical	data	could	bring	about	a	different	result.	However,	the	force	of	his	
argument	is	somewhat	reduced	by	his	mis-specification	of	the	problem.	The	link	
between	𝑌	and	𝑋	is	indirect	through	the	effect	that	𝑋	has	on	𝐼.	Yet	𝐼	itself	is	made	
an	explicit	determining	variable	in	equation	(5).		
	
	
